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Subsec. (j)(2)(B). Pub. L. 109-8, §221(10)(A)(ii), sub-
stituted ‘‘has not paid a penalty’ for ‘‘or has not paid
a penalty’ and inserted ‘‘or failed to disgorge all fees
ordered by the court’ after ‘‘a penalty imposed under
this section,”.

Subsec. (j)(3). Pub. L. 109-8, §221(10)(C) added par. (3).
Former par. (3) redesignated (4).

Subsec. (j)(4). Pub. L. 109-8, §1205, substituted ‘‘attor-
neys’’ for ‘“‘attorney’s’.

Pub. L. 109-8, §221(10)(B), redesignated par. (3) as (4).

Subsec. (). Pub. L. 109-8, §221(11), added subsec. (I).

EFFECTIVE DATE OF 2005 AMENDMENT

Amendment by Pub. L. 109-8 effective 180 days after
Apr. 20, 2005, and not applicable with respect to cases
commenced under this title before such effective date,
except as otherwise provided, see section 1501 of Pub. L.
109-8, set out as a note under section 101 of this title.

EFFECTIVE DATE

Section effective Oct. 22, 1994, and not applicable with
respect to cases commenced under this title before Oct.
22, 1994, see section 702 of Pub. L. 103-394, set out as an
Effective Date of 1994 Amendment note under section
101 of this title.

§111. Nonprofit budget and credit counseling
agencies; financial management instructional
courses

(a) The clerk shall maintain a publicly avail-
able list of—

(1) nonprofit budget and credit counseling
agencies that provide 1 or more services de-
scribed in section 109(h) currently approved by
the United States trustee (or the bankruptcy
administrator, if any); and

(2) instructional courses concerning personal
financial management currently approved by
the United States trustee (or the bankruptcy
administrator, if any), as applicable.

(b) The United States trustee (or bankruptcy
administrator, if any) shall only approve a non-
profit budget and credit counseling agency or an
instructional course concerning personal finan-
cial management as follows:

(1) The United States trustee (or bankruptcy
administrator, if any) shall have thoroughly
reviewed the qualifications of the nonprofit
budget and credit counseling agency or of the
provider of the instructional course under the
standards set forth in this section, and the
services or instructional courses that will be
offered by such agency or such provider, and
may require such agency or such provider that
has sought approval to provide information
with respect to such review.

(2) The United States trustee (or bankruptcy
administrator, if any) shall have determined
that such agency or such instructional course
fully satisfies the applicable standards set
forth in this section.

(3) If a nonprofit budget and credit counsel-
ing agency or instructional course did not ap-
pear on the approved list for the district under
subsection (a) immediately before approval
under this section, approval under this sub-
section of such agency or such instructional
course shall be for a probationary period not
to exceed 6 months.

(4) At the conclusion of the applicable proba-
tionary period under paragraph (3), the United
States trustee (or bankruptcy administrator,
if any) may only approve for an additional 1-
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year period, and for successive 1-year periods
thereafter, an agency or instructional course
that has demonstrated during the probation-
ary or applicable subsequent period of ap-
proval that such agency or instructional
course—
(A) has met the standards set forth under
this section during such period; and
(B) can satisfy such standards in the fu-
ture.

(5) Not later than 30 days after any final de-
cision under paragraph (4), an interested per-
son may seek judicial review of such decision
in the appropriate district court of the United
States.

(c)(1) The United States trustee (or the bank-
ruptcy administrator, if any) shall only approve
a nonprofit budget and credit counseling agency
that demonstrates that it will provide qualified
counselors, maintain adequate provision for
safekeeping and payment of client funds, pro-
vide adequate counseling with respect to client
credit problems, and deal responsibly and effec-
tively with other matters relating to the qual-
ity, effectiveness, and financial security of the
services it provides.

(2) To be approved by the United States trust-
ee (or the bankruptcy administrator, if any), a
nonprofit budget and credit counseling agency
shall, at a minimum—

(A) have a board of directors the majority of
which—
(i) are not employed by such agency; and
(ii) will not directly or indirectly benefit
financially from the outcome of the counsel-
ing services provided by such agency;

(B) if a fee is charged for counseling services,
charge a reasonable fee, and provide services
without regard to ability to pay the fee;

(C) provide for safekeeping and payment of
client funds, including an annual audit of the
trust accounts and appropriate employee
bonding;

(D) provide full disclosures to a client, in-
cluding funding sources, counselor qualifica-
tions, possible impact on credit reports, and
any costs of such program that will be paid by
such client and how such costs will be paid;

(E) provide adequate counseling with respect
to a client’s credit problems that includes an
analysis of such client’s current financial con-
dition, factors that caused such financial con-
dition, and how such client can develop a plan
to respond to the problems without incurring
negative amortization of debt;

(F) provide trained counselors who receive
no commissions or bonuses based on the out-
come of the counseling services provided by
such agency, and who have adequate experi-
ence, and have been adequately trained to pro-
vide counseling services to individuals in fi-
nancial difficulty, including the matters de-
scribed in subparagraph (E);

(G) demonstrate adequate experience and
background in providing credit counseling;
and

(H) have adequate financial resources to pro-
vide continuing support services for budgeting
plans over the life of any repayment plan.

(d) The United States trustee (or the bank-
ruptcy administrator, if any) shall only approve
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an instructional course concerning personal fi-
nancial management—

(1) for an initial probationary period under
subsection (b)(3) if the course will provide at a
minimum—

(A) trained personnel with adequate expe-
rience and training in providing effective in-
struction and services;

(B) learning materials and teaching meth-
odologies designed to assist debtors in un-
derstanding personal financial management
and that are consistent with stated objec-
tives directly related to the goals of such in-
structional course;

(C) adequate facilities situated in reason-
ably convenient locations at which such in-
structional course is offered, except that
such facilities may include the provision of
such instructional course by telephone or
through the Internet, if such instructional
course is effective;

(D) the preparation and retention of rea-
sonable records (which shall include the
debtor’s bankruptcy case number) to permit
evaluation of the effectiveness of such in-
structional course, including any evaluation
of satisfaction of instructional course re-
quirements for each debtor attending such
instructional course, which shall be avail-
able for inspection and evaluation by the Ex-
ecutive Office for United States Trustees,
the United States trustee (or the bankruptcy
administrator, if any), or the chief bank-
ruptcy judge for the district in which such
instructional course is offered; and

(B) if a fee is charged for the instructional
course, charge a reasonable fee, and provide
services without regard to ability to pay the
fee.

(2) for any 1-year period if the provider
thereof has demonstrated that the course
meets the standards of paragraph (1) and, in
addition—

(A) has been effective in assisting a sub-
stantial number of debtors to understand
personal financial management; and

(B) is otherwise likely to increase substan-
tially the debtor’s understanding of personal
financial management.

(e) The district court may, at any time, inves-
tigate the qualifications of a nonprofit budget
and credit counseling agency referred to in sub-
section (a), and request production of documents
to ensure the integrity and effectiveness of such
agency. The district court may, at any time, re-
move from the approved list under subsection
(a) a nonprofit budget and credit counseling
agency upon finding such agency does not meet
the qualifications of subsection (b).

(f) The United States trustee (or the bank-
ruptcy administrator, if any) shall notify the
clerk that a nonprofit budget and credit coun-
seling agency or an instructional course is no
longer approved, in which case the clerk shall
remove it from the list maintained under sub-
section (a).

(g2)(1) No nonprofit budget and credit counsel-
ing agency may provide to a credit reporting
agency information concerning whether a debtor
has received or sought instruction concerning
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personal financial management from such agen-
cy.

(2) A nonprofit budget and credit counseling
agency that willfully or negligently fails to
comply with any requirement under this title
with respect to a debtor shall be liable for dam-
ages in an amount equal to the sum of—

(A) any actual damages sustained by the
debtor as a result of the violation; and

(B) any court costs or reasonable attorneys’
fees (as determined by the court) incurred in
an action to recover those damages.

(Added Pub. L. 109-8, title I, §106(e)(1), Apr. 20,
2005, 119 Stat. 38.)

EFFECTIVE DATE

Section effective 180 days after Apr. 20, 2005, and not
applicable with respect to cases commenced under this
title before such effective date, except as otherwise
provided, see section 1501 of Pub. L. 109-8, set out as an
Effective Date of 2006 Amendment note under section
101 of this title.

DEBTOR FINANCIAL MANAGEMENT TRAINING TEST
PROGRAM

Pub. L. 109-8, title I, §105, Apr. 20, 2005, 119 Stat. 36,
provided that:

‘“(a) DEVELOPMENT OF FINANCIAL MANAGEMENT AND
TRAINING CURRICULUM AND MATERIALS.—The Director of
the Executive Office for United States Trustees (in this
section referred to as the ‘Director’) shall consult with
a wide range of individuals who are experts in the field
of debtor education, including trustees who serve in
cases under chapter 13 of title 11, United States Code,
and who operate financial management education pro-
grams for debtors, and shall develop a financial man-
agement training curriculum and materials that can be
used to educate debtors who are individuals on how to
better manage their finances.

“(b) TEST.—

‘(1) SELECTION OF DISTRICTS.—The Director shall se-
lect 6 judicial districts of the United States in which
to test the effectiveness of the financial management
training curriculum and materials developed under
subsection (a).

“(2) USE.—For an 18-month period beginning not
later than 270 days after the date of the enactment of
this Act [Apr. 20, 2005], such curriculum and mate-
rials shall be, for the 6 judicial districts selected
under paragraph (1), used as the instructional course
concerning personal financial management for pur-
poses of section 111 of title 11, United States Code.
‘“(c) EVALUATION.—

‘(1) IN GENERAL.—During the 18-month period re-
ferred to in subsection (b), the Director shall evaluate
the effectiveness of—

““(A) the financial management training curricu-

lum and materials developed under subsection (a);

and

“(B) a sample of existing consumer education pro-
grams such as those described in the Report of the

National Bankruptcy Review Commission (October

20, 1997) that are representative of consumer edu-

cation programs carried out by the credit industry,

by trustees serving under chapter 13 of title 11,

United States Code, and by consumer counseling

groups.

‘“(2) REPORT.—Not later than 3 months after con-
cluding such evaluation, the Director shall submit a
report to the Speaker of the House of Representatives
and the President pro tempore of the Senate, for re-
ferral to the appropriate committees of the Congress,
containing the findings of the Director regarding the
effectiveness of such curriculum, such materials, and
such programs and their costs.”’
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